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The dynamics of the labour market are changing with the balance of power within the 
employment relationship swinging towards employees. Recruitment is now a seller’s market 
(Herriot, 1988) particularly among mobile, highly skilled workers (Rousseau & Shperling, 
2003). The changing labour market has been the backdrop against which a refocusing on the 
topic of employee-employer relationships by both researchers and practitioners has occurred 
(Sparrow, 1996; Tekleab, Takeuchi, & Taylor, 2005). This focus is purposed on building a 
better understanding of such relationships in order to more effectively attract and retain 
talented staff (Rousseau & Shperling, 2003).  
 
The new workforce era has been described as the ‘war for talent’ and this phrase depicts some 
of focus, and perhaps even aggression, with which organisations are pursuing new recruits 
and making efforts to retain them. Workforce planning has become a strategic imperative for 
organisations with strategies devised to attract and retain staff across the different generations. 
When it comes to attracting and retaining the younger generation, many organisations have 
either begun, or expanded existing, graduate programs in an attempt to secure employees. 
This is particularly the case in industries where there are critical labour shortages.  
 
Whilst graduate recruitment has become an important workforce attraction strategy for many 
organisations, retention may be compromised by the growing tension in workplaces between 
the different generations of employees. Notable differences have been espoused between the 
generations in terms of how they see the world and how they prefer to work (e.g. Sheahan, 
2005). A topic prolific in popular literature over the recent years has been the behaviours and 
preferences of Generation Y in the workplace. The popular literature appears to have taken a 
very negative spin on these supposed differences and has labelled Generation Y members as 
uncommitted, flaky, self-absorbed and disrespectful. The academic literature dismisses the 
popular culture literature as inaccurate, empirically unfounded and caricature-like (e.g. 
Jorgensen, 2003; Taylor, 2005) although, due to a lack of work in the field, it offers little 
alternative perspective.  
 
The twin issues of attraction and retention along with generational differences in the 
workplace have resounded profoundly within the public sector. Lewis and Frank (2002: 395) 
ask the pertinent question – ‘will governments be able to attract the workers they need in the 
early twenty-first century?’ and contend that ‘governments face an enormous challenge in 
attracting the best and brightest of the young generation into the public service’ (2002: 401). 
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Such sentiments are echoed within the Australian context by Taylor (2005) who asserts that 
the effective recruitment of competent individuals, especially new university graduates, into 
the Australian public sector is an important component of public administration.  
 
Such sentiments ring even louder due to the current public sector transition. Lynn (2001: 192) 
argues that the last decade has been seen as the ‘global transformation of governance’. 
Governments are increasingly working towards a change in culture from one which is 
administrative, hierarchical and professional to one which is commercial and market based 
(Dunsire, 1995). This change has seen the public sector emulate the private sector practices of 
outsourcing, downsizing and increased competition. The mergence of the two sectors 
engenders the question of how the public sector is currently perceived, what differences are 
seen to exist between the public and private sectors and how this impacts upon the sectors 
attractiveness to graduate recruits.   
 
This review has highlighted that little is known regarding attraction and retention of younger 
people within the public sector context. This research is designed to provide some insight into 
this area by examining the formation and change in the psychological contracts of graduates 
who are entering the Queensland public sector. To explore this, the theories of psychological 
contract and public service motivation will be employed.  
 
Psychological contract theory 
 
Attraction and retention issues call for understanding of the employment relationship and how 
it is experienced. One of the main constructs used to understand employee-employer relations 
is psychological contract theory (Cullinane & Dundon, 2006; Guest & Conway, 2002).  
Whilst there is no definitive definition of the construct most researchers agree that it should 
be viewed as ‘a two-way exchange of perceived promises and obligations’ (Guest & Conway, 
2002: 22).  
 
Early development of the psychological contract construct began in 1960 with authors from 
various fields contributing. There was an initial focus on mutual expectations and these were 
seen as largely unspoken, implicit (Argyris, 1960; Levinson, Price, Munden, & Solley, 1962) 
and frequently formed before or outside of the organisational relationship (Levinson et al., 
1962). The ideal within the relationship was contract fulfilment which was seen to come to 
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fruition through a ‘matching’ of employees’ and employers’ expectations of obligations 
(Schein, 1965). Contract fulfilment was viewed as leading to a situation where both parties 
significantly benefited from the relationship (Levinson et al., 1962; Schein, 1965). 
Additionally, the psychological contract was explored bi-directionally from both party’s 
perspectives (Argyris, 1960; Levinson et al., 1962; Schein, 1965).  
  
The historical trajectory of psychological contract theory was altered by Rousseau’s (1989) 
seminal work - ‘Psychological and Implied Contracts in Organizations’ which, along with the 
author’s subsequent work, marked a fundamental shift in how psychological contract theory 
was conceptualised and could be empirically investigated (Conway & Briner, 2005). 
Rousseau’s reconceptualisation marked a distinct delineation from earlier work in a number 
of ways, four of which are relevant to this research and are outlined in the table below. First, 
Rousseau suggested that promises - be they explicit or implicit – should be the foundation of 
the psychological contract. Second, Rousseau delineated that the psychological contract is 
formed entirely within the realm of the employee-employer relationship. Third, Rousseau 
argued that psychological contracts are individually constructed allowing the notion that an 
employee could form a number of psychological contracts with different members of the 
organisation. Fourth, Rousseau introduced the notion of the psychological contract as a 
spectrum consisting of transactionally based and relationally based contracts. Transactional 
contracts involve specific, monetizable exchanges between parties over a finite and often brief 
period of time such as a short-term work contract in exchange for a competitive wage rate. 
Relational contracts involve open-ended less specific agreements that establish and maintain a 
relationship such as the exchange of job security, training and a career path for organisational 
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Table 1: The reconceptualisation of the psychological contract 
 
Factor Earlier research Rousseau’s reconceptualisation 




• Unspoken and implicit 
(Argyris, 1960; Levinson et al., 1962; 
Menninger, 1958) 
Promises:  





Formed inside and outside 
organisation 
(Levinson et al., 1962) 
Formed through interaction with 
organisation alone 
Parties to the 
psychological contract 
Bi-directionality of psychological 
contract  
(Schein, 1965) 
Individual construction of 
psychological contract; organisation 
an abstract notion 
Components of the 
psychological contract  
Unexplored Transactional and relational elements 
of psychological contracts 
A number of authors argue that recent workplace trends have caused a shift in psychological 
contracts from being primarily relationally based to primarily transactionally based (Morrison 
& Robinson, 1997; Rousseau, 1995; Rousseau, 1989; Sparrow, 1996). Traditional (‘old’) 
psychological contracts are seen as largely relationally based with the exchange of 
organisational job security and career development for employee loyalty – a ‘jobs for life’ 
scenario (Rousseau, 1995). Within this relational contract predictability and stability were 
paramount (Sparrow, 1996). Morrison and Robinson (1997) and Rousseau (1995) assert that a 
variety of recent workplace trends including restructuring, downsizing, expanded use of 
temporaries, loss of voluntariness, greater worker mobility and increased foreign competition 
have had, and are having, ‘profound effects on employees’ psychological contracts’ 
(Morrison & Robinson, 1997: 226). It is seen that from this landscape has emerged a ‘new’ 
transactionally based contract (Morrison & Robinson, 1997; Rousseau, 1995).  
 
However, some authors question whether the shift from relational to transactional 
psychological contracts has occurred. Hendry and Jenkins (1997: 39) assert that much of the 
previous research on psychological contracts focused on industries that were traditionally 
relationally inclined and excluded industries such as tourism, construction, manufacturing and 
entertainment which have always utilised casual and contract labour. Sparrow (1996) 
congruently contends that most previous research focused on managerial employees. The 
authors argues that such a focus did not allow for the examination of the impact of perceived 
psychological contract changes in groups who may be inferred to have lower psychological 
attachment to the old employment relationship such as low grade, low length of service, 
young, or female staff. Additionally, Guest (1998) and Cullinane and Dundon (2006) question 
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whether the workplace changes that have been argued to engender the ‘new’ transactional 
contract have actually occurred. The authors assert that a polarised caricature of a stable past 
and a fast-changing present and future has been unquestioningly established in the literature 
and yet empirical evidence suggests that such changes have been fewer and smaller in scope 
than is the current belief (Cullinane & Dundon, 2006; Guest, 1998). Thus, these authors 
question the shift to a transactional style of contracting and argue that, if it has occurred, its 
effects may have been exaggerated within the literature (Cullinane & Dundon, 2006; Guest, 
1998; Hendry & Jenkins, 1997; Sparrow, 1996).  
 
If indeed the shift to transactional contracts has occurred, it is argued to impact upon different 
generations in different ways. Sparrow (1996: 78) asserts that the ‘perceived degradation in 
the psychological contract should be greatest in those with higher exposure to the previous 
employment relationship’. However, the author’s study showed little significant differences 
across age groups when career expectations, career feelings and career intentions were 
compared. There were, however, differences in items pertaining to ‘performance pay’ and 
‘happiness to stay in current role’. The findings indicated a slightly more transactional leaning 
by younger people. In alignment with the view that young people demonstrate transactionally 
related preferences, Hendry and Pemberton’s study of graduate expectations found that what 
frustrated graduates the most was organisations’ inability to cope with challenge and 
questioning (cited in Hendry & Jenkins, 1997). Hendry and Jenkins (1997) suggest that 
possible reasons for young people’s transactional preferences could be that they have lowered 
expectations, are more realistic or prefer the greater freedom and choice that a transactional 
relationship brings.  
 
Whilst there remains debate surrounding the shift to a more transactional contract, the 
literature is consistent in arguing for a lack of clarity within current employment relationships 
(Morrison & Robinson, 1997; Rousseau & Schalk, 2000). This lack of clarity sees the 
simultaneous promotion of both old and new elements of the psychological contract. 
Rousseau (1995) purports that, in the future, organisations will want both commitment and 
flexibility from their employees. Whilst Rousseau makes no judgement on this situation, other 
authors are irked by this scenario where organisations essentially ‘have their cake and eat it 
too’. Hendry and Jenkins (1997: 41) comment that ‘what makes the present situation 
unbalanced and untenable is that organisations that have pushed through heavy job cuts and 
restructuring still use the public language of commitment’. Similarly, Sparrow (1996) 
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describes the dual promotion of old and new cultures as ‘schizophrenic’ (75) and argues that 
the theme of organisational control is constant albeit in different forms. Given the seemingly 
duplicitous nature of current organisational arrangements, many authors are calling for a ‘new 
deal’ in psychological contracting.  
 
Authors acknowledge that the psychological contract changes over time. Sparrow (1996) 
outlines that contracts are seen to be dynamic with new items added over time and 
expectations changed as perceptions about the employers’ commitment evolve. Additionally, 
interpreted through the relational-transactional prism, Rousseau (1995) sees that contracts 
begin on a largely transactional footing and shift to include more relational elements as the 
relationship continues. Robinson and Rousseau (1994) also acknowledge that the 
psychological contract changes over the full period of employment. Although there is 
agreement amongst authors that the psychological contract changes, few studies have 
reviewed how this takes place. This can largely be attributed to the fact that most empirical 
work in the field is cross-sectional and has thus failed to ‘illuminate the dynamic and evolving 
nature of psychological contracts’ (Robinson et al., 1994: 149). One exception to this, is 
Robinson et al.’s (1994) longitudinal study. The authors found that perceptions of mutual 
employer-employee obligations change strikingly during initial years of employment. 
Interestingly, employees perceived their obligations to decline over time whilst the 
employers’ obligations to them were perceived to increase. Such a finding contradicts, in part, 
Rousseau’s (1989) assertion that mutual obligations will increase in scope over time. Given 
the dearth of longitudinal work in the psychological contract field, reviewing how 
psychological contracts change over time, many authors have called for further exploration 
into the area (Conway & Briner, 2005; Robinson et al., 1994; Rousseau, 1995) 
 
Another area within the psychological contract theory which has remained largely unexplored 
pertains to the parties to the psychological contract. Earlier authors focused on the bi-
directionality of the psychological contract and explored this very generally. However, 
Rousseau’s delineation of the psychological contract as individually constructed (1989) raises 
the important question of specifically with whom employees form the psychological contract. 
Rousseau and Schalk (2001) outline that the organisation cannot be considered as a single 
party to the psychological contract and it does not always speak with one voice. Similarly, 
Schalk and Roe (2007: 168) comment that ‘there is no single organisational counterpart for 
the individual [employee]’. The lack of consensus surrounding who constitutes the 
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‘organisation’ has resulted in the downplay of the organisational focus and a predominance of 
the employee perspective (Conway & Briner, 2005; Cullinane & Dundon, 2006; Guest, 1998; 
Guest & Conway, 2002) although this wasn’t Rousseau’s intention (1995). However, for 
research to fit with current definitions, that outline the two parties to the contract as the 
employee and the organisation, the study of the psychological must consider the dual 
perspectives.  
 
Understanding the organisational perspective begs the question of how employees see the 
organisation and with whom they predominantly form the psychological contract (Conway & 
Briner, 2005). Whilst employees may form a psychological contract with a variety of 
individuals in the organisation (Conway & Briner, 2005), it can be argued that the 
psychological contract is primarily formed with the immediate supervisor in the longer term. 
Guest and Conway’s (2002: 35) empirical study of the impact of different levels of 
communication - top down, job-related and recruitment based - shows that it was the 
recruitment based and the personal, job-related communication that resulted in ‘a consistent 
positive association with contract explicitness, lower breach, a fairer exchange and 
management perceptions of the impact of the psychological contract on employee-related 
outcomes’. Extrapolating from this finding, it would seem that in the longer term job-related 
communication is most pertinent to the psychological contract. Such a finding is resonated in 
Sutton and Griffith’s (2004) study which measured pre and post organisational expectations 
of job characteristics, pay and supervision. Of the three variables, only supervision was found 
to be predictive of contract violations. Local research has shown similar results with findings 
that graduates’ organisational experiences, although affected by a variety of factors, are 
primarily contingent upon their relationship with their immediate supervisor (Puchala & 
Bankins, 2006). The case for the centrality of the immediate supervisor in contract formation 
is further solidified by authors who argue that personal communication becomes even more 
imperative in the light of more flexible workplaces practices which can fragment an 
organisation and create different levels of attachment (Cullinane & Dundon, 2006).   
 
Further exploration of the organisational perspective is seen to be key in furthering 
psychological contract theory (Conway & Briner, 2005; Cullinane & Dundon, 2006; Guest & 
Conway, 2002). Indeed, Guest (2004: 546) highlights that ‘a key research need is to explore 
perceptions of both parties to the employment relationship to determine the level of mutuality 
of perceptions of promises and obligations and their fulfilment’.  
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A call to include ideology as a third dimension within the psychological contract has been 
recently made by Thompson and Bunderson (2003). Thompson and Bunderson (2003) argue 
that the pursuit of a cause provides a different inducement upon which the employment 
relationship can be founded and that espousal of a cause can elicit employee contributions and 
commitment. When considering the public sector, notions of ideology become important. The 
public sector has a reputation for being a workplace context where individuals can do 
meaningful work and make a difference. The pursuit of this cause is indeed a motivational 
factor in spite of more promising transactional offerings elsewhere – a phenomenon identified 
as public service motivation. Thompson and Bunderson’s (2003) espousal of ideological 
currency as a third component of the psychological echoes much of the work already covered 
within the field of public service motivation.   
 
Public service motivation 
 
Moynihan and Pandey (2007: 40) comment that ‘although it is of recent vintage, the concept 
of public service motivation represents a positive example of theory development in public 
administration’. In alignment with Van de Ven’s (1989) advocacy of practical and relevant 
theory, Moynnihan and Pandey (2007) assert that public service motivation (PSM) has 
significant practical relevance as it deals with the relationship between motivation and the 
public interest. In light of the current labour market, there is seen to be a need to explore 
public service motivational needs in order to attract and retain a high calibre cadre of public 
servants (Gabris & Simo, 1995). Such exploration is particularly important beyond the 
American context which has dominated the literature to date.  
 
Like Rousseau’s major role in defining and influencing psychological contract theory, Perry 
and colleagues have been instrumental in conceiving and influencing the field of PSM. Across 
the extant literature, the generally accepted definition of the construct comes from Perry and 
Wise’s (1990: 368) seminal work where PSM is defined as ‘an individual’s predisposition to 
respond to motives grounded primarily or uniquely in public institutions and organizations’. 
Many authors purport the altruistic nature of PSM (e.g. Gabris & Simo, 1995; Wright, 2007) 
with a focus on characterising it as a ‘reliance on intrinsic rewards over extrinsic rewards’ 
(Houston, 2000: 714). However, Perry and Wise (1990) are quick to point out that this 
perception is only partially true. Based on earlier work by Knoke and Wright-Isak, Perry and 
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Wise contend that public service motivation may be rational, norm-based or affective. The 
authors (1990: 368) outline that: 
 
‘Rational motives involve actions grounded in individual utility maximisation. 
Norm-based motives refer to actions generated by efforts to conform to norms. 
Affective motives refer to triggers of behaviour that are grounded in emotional 
responses to various social contexts’.   
 
The PSM literature argues that traditional motivational theories lack a full conception of the 
construct. Crewson (1997) outlines that driving the design and misapplication of motivation 
schemes is an oversimplification of human motivation. This is seen to be exhibited by the 
dominance of extrinsic rewards and the concurrent application of the role of economic man in 
explaining behaviour. Similarly, Perry (2000) argues that the dominance of rational choice 
models masks both empirical failures of the model and viable competing alternatives. The 
author (2000) draws on the work of Shamir (1991) in criticising traditional motivation theory. 
Perry (2000) contends that the individual bias of traditional motivational theory discounts the 
relevance of collective factors in motivation. This is seen to diminish the power of motivation 
theory in explaining behaviours which transcend self-interest. Given the perceived ineptitude 
of traditional motivational theories, Perry’s (1990) tripartite conception of motivation which 
is rational, normative and affective is put forward as an alternative. 
 
Empirical work supports the notion that public service motivation is not particular to the 
public sector. Wittmer’s (1991) study found that some employees in the private and not-for-
profit sectors also display PSM to varying degrees. Similarly, Gabris and Simo’s (1995) study 
of public, private and not-for-profit sectors found that those in not-for-profit organisations 
displayed characteristics typically associated with the public sector even more so than their 
public sector counterparts. In spite of the acknowledgement that PSM extends beyond sectoral 
boundaries, the majority of studies within the literature have focused on exploring differences 
between public and private sector employees. Mann (2006) questions this public/private 
dichotomy arguing that the PSM concept clearly transcends the public sector. Indeed, this 
understanding was intended from the inception of the theory with Perry and Wise (1990: 367) 
outlining that ‘public service signifies much more than one’s locus of employment’.  
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The case for PSM transcending the public sector seems to get even stronger in light of the 
changes taking place in government service delivery within the Australian context. 
Governments have traditionally held a monopoly on the delivery of many public services. The 
reforms brought about to improve the sector’s performance, largely based on the private 
sector model, have seen the service delivery model expand to include the not-for-profit and 
private sectors. Bozeman (1987) argues that the increasingly blurry boundaries between the 
sectors makes PSM more useful for understanding public-regarded behaviours in 
organisations that are characterised by varying levels of publicness rather than for 
understanding different behaviours in the different sectors; an assertion which is echoed by 
other authors in the field including Brewer, Seldon and Facer (2000) and Lewis and Frank 
(2002).  
 
The vast majority of work in the PSM field has compared the public/ private dichotomy using 
different extrinsic and intrinsic motivational mechanisms. However, the empirical work seems 
divided on its outcomes. The work of Rainey (1982), Wright (2007) and Crewson (1997) 
highlights differences between employees in each sector arguing that a sense of 
accomplishment or fulfilment takes precedence over issues more directly related to monetary 
incentives. Other studies, however, argue for limited differences between the sectors and 
assert that the PSM literature, whilst valuable, has exaggerated the impact of PSM (e.g. 
Baldwin, 1987; Gabris and Simo (1995).  
 
Individual characteristics, socio-historic factors and organisations are all argued to impact 
upon PSM. In the case of individual characteristics, however, the field is not consistent in 
how these factors influence such motivation. For example, in considering variables relevant to 
graduates, Naff and Crum (1999) found that there were no significant differences in PSM 
scores that could be attributed to employees’ age and organisational tenure. Similarly, 
Moynihan and Pandey (2007) found no significant relationships between age and PSM and 
income and PSM, however, PSM was seen to reduce with organisational tenure. In contrast to 
this, Camilleri’s (2007) study of Maltese public officers found that, of the eight personal 
attribute antecedents, only age and gender had a link to PSM. PSM is also seen to have 
evolved through socio-historic factors which can be associated with experiences in childhood, 
professional life and exposure to religion (e.g. Lewis & Frank, 2002; Perry, 1997). Of 
particular prevalence and consistency in these discussions is the correlation between 
education and commitment to the public interest.  
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Organisations are also touted to as impacting upon levels of PSM. Based on Perry’s (2000) 
notion that PSM is shaped by rational, normative and affective processes, Moynihan and 
Pandey (2007) argue that organisations have a normative effect on behaviour. The role of 
organisations in shaping PSM is further supported by Camilleri’s (2007: 373) study in which 
it was found that PSM is ‘mainly the result of the organisational environment’ surrounding 
public employees. The organisation’s role in shaping PSM is echoed by Wright (2007) who 
contends that the mission of the organisation is important when it comes to motivation and 
performance.   
 
The graduate literature highlights the important role that socialisation plays in bonding 
employees with the organisation (Sheridan, 1992) and how critical this is in the early stages of 
employment (Ashforth & Saks, 1996) as it impacts upon self belief and construction (Fournier 
& Payne, 1994). In spite of its importance, the affects of socialisation have received limited 
attention within the PSM literature. This is largely because most studies have been cross-
sectional and have not measures changes over time. Given that personal characteristics and 
socio-historical and organisational factors are linked to PSM, the role that socialisation may 
play in promoting PSM raises a ‘chicken or the egg’ dilemma: do people enter organisations 
with PSM or do organisations create and foster PSM? Brewer et al., (2000: 261) question to 
what extent individuals are genetically predisposed to perform public service and how much 
is created by socialisation and culture. Houston (2000: 725) likewise asks whether 
motivational differences are a function of self-selection or organisational cultivation. Thus, 
many authors have called for further exploration into how organisational experiences affect 
PSM (e.g. Brewer et al., 2000; Houston, 2000; Perry, 1997) which is seen to be best 
understood by studying new entrants into the workforce (Houston, 2000). 
 
PSM authors draw the distinction between choice of career and choice of job. Gabris and 
Simo (1995) contend that a job is a narrower, usually temporary decision that takes place 
within a person’s career parameters. However, such assertions that job choice is made within 
organisational and career perspectives are not reflected in the graduate literature. Lau and 
Pang’s (2000) study highlights that the meaning of career and job are indistinguishable to 
employees during the first years of employment; thus, employment decision are based 
primarily on individual job characteristics with a focus on skill match and personal fulfilment.   
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Notions of job versus career choice are important when it comes to considering graduates and 
PSM. Given the contradictions in the different bodies of literature, the question arises, do 
graduates specifically choose a sector or organisation based upon long term career goals or do 
graduates choose a job which fulfils their immediate needs and wants? Such a discussion 
raises a number of contextual considerations. Firstly, Gabris and Simo (1995: 37) speak of a 
‘career sector’ where an individual’s career is experienced entirely within one particular 
sector. However, it is questionable whether such a concept still exists. Crewson (1997) argues 
that it is not understood how new workforce entrants perceive the sectors in light of the public 
sector’s recent adoption of private sector practices. Secondly, the choice of jobs, and the 
fluidity with which an employee can move between them, has significantly increased over the 
last decade due to changing labour market conditions. Thirdly, young people have been 
argued to more committed to their profession rather than to a job, organisation or sector 
(King, 2003; Mir, Mir, & Mosca, 2002). Considering these factors, it is questionable whether 
the concept of the career sector still exists or perhaps the previously dichotomous choice of a 
career in either the public or private sectors has moved to multiple choice where people move 
freely between the sectors.   
 
The notion of a career sector also raises the question of commitment. Studies linking PSM 
and organisational commitment have been numerous within the literature (e.g. Houston, 2000; 
Wright, 2007). However, Wright (2007) points out that little attention has been given to 
individuals’ commitment to the work itself. Wright suggests that employees can be committed 
to a job or a task and not to the organisation – or vice versa. This seems an important point. 
However, whilst the literature speaks of the need to explore such micro-level commitment, it 
remains silent on macro-level commitment – what about an individual’s commitment, beyond 
their job and organisation, to their sector? The very nature of PSM suggests a commitment to 
a sector with a service orientation as opposed to an organisation itself. With modern public 
sector practices of rolled-up government, communities of practice and espousal of the need to 
extend beyond traditional agency silos, it seems sensible that PSM research should focus on 
all three levels of commitment – job, organisational and sector – rather than exclusively on 
organisational commitment as has been the case to date.  
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Literature review summary 
 
This literature review has raised a number of key debates and areas for further exploration in 
the fields of psychological contract theory and public service motivation. The work of 
Rousseau has been highly influential in the psychological contract field. However, its 
divergence from earlier work has resulted in the simultaneous use of old and new constructs, 
specifically reciprocal expectations, obligation and promises, all touted under the banner of 
the psychological contract. With the literature littered with variant definitions and constructs 
there have been calls to empirically validate the differences in terms (Conway & Briner, 
2005; Guest, 1998; Roehling, 1997). As Van de Ven (1989) asserts, it would seem that how 
the theory is going to be applied, in this case which construct would be most meaningful from 
a practitioner’s perspective, should weigh into this debate.   
 
Rousseau’s reconceptualisation has also been argued to have resulted in the downplay of the 
organisational perspective. Rousseau delineated that psychological contracts are individually 
constructed. Without an obvious organisational counterpart to the employee, subsequent 
literature focused almost exclusively on the employee’s perspective. However, psychological 
contract theory is predicated on the notion of exchange and all definitions, both traditional 
and recent, refer to the two engaged parties as the employee and the organisation. Thus, there 
has been a resounding call for work which reflects the organisational perspective (Conway & 
Briner, 2005; Cullinane & Dundon, 2006; Guest, 1998; Guest & Conway, 2002). Whilst there 
is no defined organisational representative in the exchange process, it was suggested that 
immediate supervisors are the primary agent with whom employees form a psychological 
contract based on empirical and theoretical work in the field. 
 
The debate surrounding the shift away from relational to transactional contracting was also 
highlighted. Some authors question whether such a shift has occurred (Cullinane & Dundon, 
2006; Guest, 1998; Hendry & Jenkins, 1997; Sparrow, 1996); however, much of the popular 
literature,  with its descriptions of Generation Y employees as uncommitted and self-
absorbed, aligns with the notion that a shift has taken place. This debate raises important 
questions as to what degree there is similarity or difference of perspective in the exchange 
relationship, and how graduates and their organisational counterparts experience this. Such 
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experiences may also weigh in to the debate as to whether contracting should occur in a more 
explicit manner or whether it should remain implicit.  
 
Whilst it is acknowledged that psychological contracts change during the course of 
employment, and are influenced by both social contexts and the exchange relationship 
between employees and employers, few studies have reviewed how and why these changes 
occur. Thus, many authors have called for further exploration into this area (Conway & 
Briner, 2005; Robinson et al., 1994; Rousseau, 1995).  
 
Thompson and Bunderson (2003) made a recent call for ideological currency to be included 
as part of the psychological contract. This was based on the notion that pursuit of a cause 
could be seen as another motivational element outside of the existing transactional and 
relational factors. The call for an ideological perspective is reminiscent of the work in the 
public service motivation field which likewise focuses on the role that the pursuit of public 
good plays on motivation. Whilst it is acknowledged that serving the public good could occur 
in any sector, work in the PSM field has traditionally compared the public/ private dichotomy 
and have shown inconsistent results. However, a number of recent contextual changes raise 
the question as to whether this difference will continue. It is unknown what the impact of the 
public sector’s adoption of private sector practices will have on workforce entrants’ 
perceptions of difference between the sectors (Crewson, 1997). Additionally, younger 
employees have been characterised within popular culture literature as more self-interested, 
transactional and less focused on the public good than previous generations. Such 
considerations have been particularly unexplored within the Australian context with 
American-based research dominating the field.   
 
A further unknown in the PSM field is the debate surrounding how workforce entrants choose 
positions. As highlighted, the PSM literature supports the notion that workforce entrants 
choose a job based on long term career goals (e.g. Gabris & Simo, 1995) whereas the 
graduate literature argues that job choice is based on the fulfilment of immediate needs and 
desires (e.g. Taylor, 2005). Adding complexity to this debate is the relatively unknown role 
that socialisation plays in forming PSM. Thus, many authors have called for further 
exploration of these factors and particularly see working with workforce entrants as a way to 
better understand job choice, how PSM changes over time and how organisations impact upon 
this (Brewer et al., 2000; Houston, 2000; Perry, 1997). 
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Two specific contextual considerations have been made in undertaking this research. The first 
is the narrowing of the research to focus exclusively on the public sector. This is based on the 
notion that sectoral orientation may play a role in the formation of the psychological contract. 
Those entering the public sector are seen as more intrinsically motivated (Moynihan and 
Pandey, 2007; Gabris and Simo, 1995). Rousseau (1990) highlights that an intrinsic focus fits 
with the relational contract. Thus, it can be concluded that sector orientation will also 
influence transactional/relational spectrum preferences. A focus on one sector is consistent 
with previous empirical work in the field (e.g. Coyle-Shapiro & Kessler, 2002; Hendry & 
Jenkins, 1997).  
 
The second consideration is the narrowing of the focus to one of the three tiers of government 
– federal, state and local. Australian public sector literature, whilst noting commonalities 
across the tiers, expounds upon differences in the workforces. These differences particularly 
relate to career orientation, functional preferences and desire for involvement with the 
community (e.g. Taylor, 2005). It is reasonable to assume that such preferences will impact 
preferences for transactional or relational psychological contracts. Given these differences, 
this study focuses exclusively on the Queensland public sector.  
 
In addition to these contextual considerations, three theoretical considerations have been 
made in undertaking this study. The first consideration is that, without consensus on the exact 
constitution of the psychological contract, this research will focus on the broader topic of 
expectations under which obligations and promises fall. This will allow the exploration, from 
a practical perspective, of which of these is most prominent in forming workforce entrants’ 
perceptions of the exchange relationship. The second consideration is that, without a 
definitive organisational counterpart to the employee, managers of graduates will be used as 
the organisational representative based on previously outlined theoretical assertions and 
empirical findings. The study itself will not be dyadic and will treat graduates and graduate 
managers as two distinct groups without exploring specifically the relationship between a 
graduate and their direct manager. The third consideration is how the constructs of 
psychological contract theory and public service motivation will be seen within this study. 
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Based on the work of Thompson and Bunderson (2003), which calls for an ideological 
perspective within the psychological contract, PSM will be seen as a component within the 




The literature review and research context lead to one overall research question and a series of 
specific questions which fall under it. These questions are outlined below.   
 
Research question: How do the psychological contracts of graduates entering the Queensland 
public sector form and change over time? 
 
1. What are the components of the psychological contracts of graduates entering the 
Queensland public sector?  
2. How have these formed?  
3. How do the psychological contracts of graduates entering the Queensland public sector 
compare to the psychological contracts of Queensland public sector managers of 
graduates?   
4. How and why do the psychological contracts of graduates entering the Queensland public 
sector change over time? 
5. What do the findings mean for psychological contract theory and public service 
motivation theory? 
 




Van de Ven (1989) asserts that research which has impact is both relevant and practical and 
should be founded on the key issues facing an industry or profession. Jacob, Hellstrom, Adler 
and Norrgren (2000) take Van de Van’s approach a step further and argue for partnerships 
between researchers and practitioners in which knowledge is jointly created through 
collaboration. Jacob et al. (2000) advocate a process, which moves away from the traditional 
focus on an individual problem to be solved by the researcher, to a focus on continuous 
dialogue between researcher and practitioner. Such collaboration is seen to result in a chain of 
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problem oriented dialogues. This research aims to achieve these agendas and is premised on 
the importance of industry-research collaboration in undertaking research which will have 
impact.  
 
In undertaking this research, the researcher works with an established community if practice 
across the Queensland State Government – the Graduate Coordinators’ Network. Many 
Queensland State Government agencies have their own graduate programs which are overseen 
by graduate coordinators; the Network consists of these coordinators. The researcher has 
worked with the Network for one year and has developed and designed the study in 
conjunction with Network members. This has consisted of bi-monthly meetings with the 
Network to discuss a variety of matters including research design, theories to be used, 
research questions, data gathering and reporting processes. The Network meetings are 
supplemented by six-monthly individual meetings with graduate coordinators to discuss their 
agency’s program and its particular issues. For the researcher, the Network presents an 
efficient way to interact simultaneously with representatives from a number of different 




Scandura and Williams (2000: 1248) contend that the ‘impact of management studies depends 
upon the appropriateness and rigor of the research methods chosen’. This research will 
employ a longitudinal design in order to measure changes to the psychological contract over 
time. Within the study, the unit of analysis will be the individual based on the notions that 
both psychological contracts (Rousseau, 1989) and public service motivation (Perry, 1996) 
are individually constructed. Additionally, it will involve both qualitative and quantitative 
methods in order to best address the research questions and to triangulate the data (Scandura 
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1. To understand perceptions of obligations - front of mind and overall - and what has influenced this 
formation for both managers and graduates; to assess the ‘fit’ between these perceptions of reciprocal 
obligations 
2. To understand PCT and PSM preferences at point of organisational entry and to compare this with 
graduates entering the private sector  
3. To understand how graduates PCT preferences change over time 
4. To understand how graduates PCT preferences change over time 










• PCT/ PSM 
• All grads 
3. Survey twice: 
• PCT/PSM 









Completion of 1 year 
of employment 
 
Stages of research 
 
The graduate coordinators play a vital role in making this research possible. It is important to 
maintain their ownership, motivation and interest throughout the study to ensure that it is 
completed and that agencies remain involved throughout its duration. To maintain momentum 
and ownership, this research has been designed to have four specific data ‘cuts’; at these 
points the researcher will report back to the Network. The data cuts should assist in 
maintaining motivation as they provide valuable outcomes for the graduate coordinators, in 
exchange for involvement, in both the short and long terms. The four ‘data cuts’ are: 
 
1. The reciprocal expectations of graduates and managers of graduates along with the level 
of ‘fit’ between these  
2. The psychological contracts of public sector graduates at organisational entry  
3. How psychological contract preferences change during the first year of employment  
4. Why psychological contract preferences change or remain the same (i.e. what have been 
the major influencers in this process such as senior management, HR policy, relationship 
with supervisor etc). 
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Given the different research and reporting stages, this section will address the research and 
analysis process for each data cut.  
 
1. Reciprocal expectations 
 
The first objective in the research is to understand the expectations that graduates and 
managers of graduates have of each other and whether there is ‘fit’ between these perceptions. 
A qualitative approach is deemed most appropriate in this instance because it allows a 
detailed analysis of the ‘how’ and ‘why’ of a phenomenon (King, 1998) and can focus on 
gleaning participants’ attitudes, opinions and ‘lived meanings’ (Miles and Huberman, 1984). 
Semi-structured, individual interviews with both graduates and managers of graduates will 
allow the exploration of the expectations that are foremost in graduates’ minds using their 
own language and frameworks (Kitsinger, 1994) along with the coverage of relevant topics 
from the literature and other topics that arise through the interview process. Interviews fit well 
with qualitative research as they focus on uncovering underlying motivations, beliefs, 
attitudes and feelings (Malhotra, Hall, Shaw, & Oppenheim, 2004). Uncovering front of mind 
expectations is viewed as important in this process because, arguably, these are the graduates’ 
most valued expectations and knowing these may assist in avoiding future violation of them. 
The interviews will begin with a broad content free question (King, 1998), in order to 
determine the mix of responses that can be categorised as expectations, obligations and 
promises. In terms of timing, the interviews will occur after graduates have been appointed to 
an agency but prior to their entry into it. This step may also be used to adapt the survey in the 
following step.  
 
An adaptation of convergent interviewing (Dick, 1990) will be used for both the interview 
and sampling processes in order to understand both consensus and the rich diversity of 
perceptions as is the qualitative tradition (Ticehurst & Veal, 1999). Dick (1990) defines 
convergent interviewing as a way of collecting qualitative information about people’s 
attitudes and beliefs through the use of interviews. Convergent interviewing consists of a 
series of long interviews in which the process is highly structured but the content is largely 
unstructured. As time goes on, the content becomes clearer and the interviews become more 
focused. This process allows for the interviewer to notice discrepancies between previous and 
present data and devise questions which allow respondents to explore the discrepancy (Dick, 
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1990). Thus, thematic data analysis will be done both during and after the data gathering 
process.   
 
2.  Psychological contract preferences of graduates at entry 
 
The second objective is to understand the psychological contracts that graduates have when 
they enter a Queensland public sector agency. A survey measuring preferences for 
transactional or relational psychological contracts and public service motivation will be 
distributed to all graduates in participating agencies. A number of scales for measuring 
transactional and relational preferences exist within the literature, particularly in the works of 
Rousseau and Coyle-Shapiro. One of these will be used within this research setting along with 
Perry’s (2000) PSM scale. Multilevel modelling, which will be discussed in the next step, will 
be used to analyse this data.  
 
3. Psychological contract changes over time 
 
The third objective is to understand psychological contract changes over time and understand 
the impact of socialisation. Within this step the aforementioned survey is repeated thrice. The 
two survey distributions following induction will occur at staggered points throughout the 
first year of graduates’ employment. Staggering the process enables the survey distribution to 
fit with agency’s individual requirements. The final distribution of the survey will occur one 
year after graduates began their employment – a point at which most graduate programs are 
complete. Thus, from a research perspective, the best case scenario is that graduates will 
complete the survey four times - once at organisational entry, twice during their first year of 
employment, and again after one year of employment. However, for a variety of reasons, it is 
reasonable to expect that some graduates will not complete the survey at all four 
opportunities.  
 
In addition to the cluster of survey responses for each graduate there are a number of 
hierarchies to consider in the data gathering process. These are outlined overleaf:   
 
1. Individual (transactional/ relational preferences, PSM preferences, individual 
characteristics, demographics, undergraduate discipline etc) 
2. Graduate program (size, tenure, development, rotations, mentoring, length etc) 
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3. Agency (size, location, HR policies etc) 
4. Agency clusters (like agencies have been clustered for ease of reporting, agency 
anonymity, and comparisons to the private sector. The clusters have been determined by 
the Network e.g. health oriented cluster, engineering oriented cluster, economic oriented 
cluster, Whole of Government cluster etc) 
5. Sector (comparison between public and private sectors). 
 
Multilevel modelling has been chosen as the data analysis technique due to the complexity of 
data which will be obtained and the hierarchies within it. Luke (2004: 1) stresses the 
importance of context in studying social phenomena and outlines that ‘characteristics or 
processes occurring at a higher level of analysis influence characteristic or processes at a 
lower level of analysis’. Multilevel level allows for the consideration of such contexts. 
Multilevel modelling is particularly suited to this research as it can be applied to multiple 
observations nested within a single object. Luke (2004) highlights that multilevel modelling 
can be applied to longitudinal data where the primary interest is in modelling the structure and 
predictors of change over time. This technique can deal with the ‘messy’ data that results 
from longitudinal studies where individuals have different response rates. Clearly, both of 
these are important considerations within the survey component of the study.  
 
4. Psychological contract changes over time   
 
The final step to understand why by graduates’ psychological contract preferences, 
established through the survey process, have changed or have not changed. Again individual 
interviews will be used in order to explain the ‘how’ and ‘why’ of graduates’ changes in 
psychological preferences (King, 1998). Two purposive samples will be used for 
interviewing. The first sample will be a selection of graduates from the initial sample of 
graduates who were interviewed prior to organisational entry. These interviews will 
qualitatively assess how the how the psychological contract has changed over the year. The 
second sample will be drawn from the results of the survey. Graduates who fall into the 
categories of little, medium and extreme shift along the transactional/ relational or PSM 
spectrums will be interviewed. Others will also be interviewed as required. These interviews 
will allow a better understanding of whether the psychological contract is primarily 
influenced by the employment relationship itself or other external factors along with the 
impact of socialisation. In alignment with qualitative approaches, the sample size for both sets 
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of individual interviews will depend upon the receipt of diversity of responses and will cease 




As with any study, there are associated limitations. Generalisability limitations are mostly 
formed by the context within which the study will be conducted – specifically, the sectoral 
and geographic constraints. However, a significant number of agencies are involved in the 
study and represent a solid cross section of the sector; thus, some generalisations can be 
made. Some causality may be found given the study’s longitudinal nature. However, there 
may be influences not addressed in the study, which may impact upon the psychological 
contract. Additionally, the study occurs over 14-month period. To ideally study changes to the 
psychological contract the study would occur over a longer period of time.  
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